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What Should Be Done to Strengthen Our 
Banking Structure for the Future?* 


By H. Parker Wiuts, Professor of Banking, 
Columbia University 


TS year which has elapsed since the last Financial Management Con- 

ference of the American Management Association has not been produc- 
tive of improvement in our banking and currency situation. Indeed, the 
times are such and the exigencies of the public service are such that many 
seem to believe there must be no mention of the facts, no disposition to 
recognize the real condition of affairs. Every one who inclines to do so 
inevitably feels the pressure which is exerted upon him, often only tacitly, 
both through his personal and business associations and by the general 
atmosphere of the time, to try in anything he may say, to put the best foot 
forward. 

The temptation is strong. But I am well assured both from my own 
analysis of the case, and from my reading of history, that such a course 
is neither wise nor fair. The present moment is one in which the appeal 
must be directly to the average man; and he must reach his decisions through 
comparison of notes and opinions with all who can inform him. I will speak 
frankly and truthfully of things as I see them today. 

I shall be able here only to outline the background of these, our present 
financial difficulties. I cannot even mention the multitude of conditions 
which crowd up on the attention of him who would gain a clear apprecia- 
tion; in brief, of what has been occurring in the currency and banking 
system of the United States. Least of all is it possible to do more than 
mention in the most cursory way the foreign aspects of the present monetary 


*This address was made at a luncheon meeting held during the A. M. A. Financial Manage- 
ment Conference at the Hotel Pennsylvani:, New York, May 17, 1933. 

e object of the publications of the American Management Association is to place before the 
members ideas which it is hoped may prove interesting and informative, but the Association does not 
stand sponsor for views expressed by authors in articles issued in or as its publications. 
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position. I shall confine myself to banking problems purely, believing that it 
is this side of the question that is of chief interest to business executives. 

Today we are facing the necessity of a complete reconstruction of our 
banking system. No element in our entire national life has suffered more, 
and none has been managed worse, than our banking organization. Ten 
years ago, we had over 31,000 banks, and starting from a record of practi- 
cally no failures during the last year of the World War, we reached a peak 
in 1931 with 2,300 such failures while last year’s record was but little less 
serious with over 1,400. The year 1933 has already witnessed a general 
debacle with either the closing of some 4,000 institutions, or the placing of 
them in the hands of conservators, after the so-called bank holiday. Today 
we have little more than 14,000 institutions regularly open for business. 

The seriousness of this state of things is apparent when we remember 
that, as things stand, branch banking outside the cities wherein the parent 
banking institutions are domiciled is practically forbidden. There are, there- 
fore, many large tracts of country in which the population has no banks. Its 
institutions are in many instances all closed, in others open only on a basis 
of partial payment, and in still others undergoing a slow liquidation. Nor is 
this all. Even in those cities and centers of population where a technical 
liquidity has been preserved the banks are subject to such unusual and in- 
ordinate stresses and strains that they consider themselves bound to main- 
tain an abnormal degree of what is called liquidity, and are unwilling in many 
cases to make usual or ordinary extensions of credit. The United States 
is today, in a very true sense of the word, a nation without a banking system 
if by that term we mean a system organized adequately for the service of 
even the most elementary banking needs and requirements. 

Nor is this all. We not only lack a banking system but we have no 
means of getting any to fill the place of the old one. Our banks lack capital. 
If we recognize the plain truth, we shall admit what has been evident to 
many of us for some two years past—that the banking system of the nation, 
taken as a whole, has little left of capital and surplus. Were we, in other 
words, to write off the undisputed and inevitable shrinkage of assets and 
to take into account the unquestionable losses of the various institutions, we 
should recognize that the banks would have, as a group, not much more than 
enough resources to cover their liabilities. The equity of their stockholders 
is almost zero. The stockholder, in fact, has often a real and genuine 
liability for his ownership, which he must some time or other make good. 
Stockholders recognize the case at last, and they are not willing to subscribe 
new capital, any more than they will advance it to the railroads. They will 
recapitalize neither, though for very different reasons in the two cases. 
Perhaps there are banks that could raise new capital by appealing to stock- 
holders but I do not know where they are. 

Need I dwell upon the seriousness of this situation? To sum up the 
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whole situation in a nut shell—we cannot gain any real or lasting prosperity 
or be sure of holding what we have, so long as this condition exists in our 
banking system. Think what you will of banking, it is today the basic in- 
dustry around which the whole capitalistic system revolves. Without it the 
best endeavors of industrialists must prove futile, and the aspirations of 
public men, devoted as they may be to the “welfare of the world,” will fall 
to the ground. It is essential for the progress of every art and science, 
for the protection of every type of human institution, for the up-building of 
business, and for the restoration of the population to a self-supporting condi- 
tion that our banking system shall be put back into working condition. Many 
of us have so stated for years past. We have had no response, and condi- 
tions have gone from bad to worse. Today we see the realization of our 
most gloomy expectations, and we know, as every one knows, however re- 
luctant to recognize the fact, that it is no longer of any use to treat symptoms. 

It is obvious that, in order to overcome the present dangers and dis- 
contents, we ought not to debase our currency, to run the whole machine 
into the ground, to force still more institutions into bankruptcy, to sit silent 
while amateurs and sciolists prescribing quack remedies put continued and 
enormous pressure upon our financial institutions, overburden them with 
bonds representing government deficits, and give us a currency that has as 
its basis a group of unemployment relief projects. That is the way to final 
and irretrievable disaster. To save ourselves we must move in a quite 
different direction. It is now a question mostly of first aid. In order to 
apply such aid it is necessary to do three main things. 

The first of these is to restore to the people the use of the banking institu- 
tions. Whether we do that by permitting branch banking, either permanently 
or on a limited basis, whether we arrive at the desired result by guaranteeing 
the deposits of banks and then ordering them to reopen, our course is plain. 
We must reopen and set into solvent working order enough banks and banking 
offices to supply the necessities of the people, enable them to obtain legitimate 
credit, when, as, and if they need it, and provide for as safe a place of deposit 
for their surplus funds, when they have any, as can be devised. This simple 
and elementary need is now refused because of purely political exigencies. 
The politicians at Washington refuse to allow anything that smacks of 
branch banking because they think it tends to monopoly or concession to 
the “money trust.” While they are engaged in arranging to ignore, and 
render nugatory, the anti-trust law, they are yet so tender in their feelings 
regarding the dangers of monopoly that they seem to require the people 
to starve because they have doubts on disputed points as to the physiological 
effects of the food they are called upon to eat. 

Restoration of the mere banking facilities which have been destroyed 
will not be sufficient unless it be accompanied by measures designed to render 
the banks effective working mechanisms operating in the service of the com- 





166 THE MANAGEMENT REVIEW 


munities in which they are situated. It is necessary, secondly, to see that 
they command confidence and are prudently, as well as liberally, operated, 
This means that there must be alteration in our banking codes that will per- 
mit the sound and profitable operation of our banks, revision of the condi- 
tions of operation in such a way as to repeal the conflicting and irregular 
systems of taxation to which they are subject under the laws of the several 
states, simplification of laws governing interest rates and discounting, and 
wise adaptation of antiquated legislation to modern requirements. Among 
other things, legislation designed absolutely to keep the banks out of the 
securities business and to make it worthwhile for them to continue an ex- 
clusive devotion to commercial banking business is essential. To go into 
the details of what these changes in our laws must be would be neither 
practicable nor particularly instructive at this time. We have reached a 
condition where we need to deal with, and to make up our minds regarding, 
the larger aspects of the situation, and to keep our attention away from 
controversies about minor trade disputes and differences of opinion. Selfish- 
ness in the narrow sense ought to be laid aside and the attempt made by 
banks and business men to obtain the results that are called for in the in- 
terest of the entire body of American business. There is no doubt in the 
minds of reasonable men as to what these fundamental basic necessities are. 
We must demand and insist on getting them, and until we do, nothing that 
can be accomplished with respect to the restoration of our numerical strength 
or the accessibility of our banking institutions will be of more than temporary 
avail. 

The third imperatively necessary element in the action is the restora- 
tion of a sound basis for banking in actual practice. This means, in part, 
the reconstitution of the Federal Reserve system and the taking of the needed 
measures to prevent and save it from being crushed by the government. 
Starting as a commercial banking system the Federal Reserve system has 
gone steadily down-hill. It received a stunning blow during the World War, 
allowed itself to be drawn into the maelstrom of speculation, and has now 
again been put into leading strings by a government which wishes to base 
our currency upon unpaid deficits as the foundation of values. Continue 
as at present, and the Federal Reserve system—and along with it our whole 
currency—must become a completely discredited institution. Instant relief 
from the burdens of deficit financing through the use of long-term financing 
is absolutely essential to the safety of the system, and of those who are 
dependent upon it—among which our banks in general, occupy a foremost 
position. The Federal Reserve system, whatever we may think of it, and how- 
ever we may view its management, is the ultimate holder of the banking re- 
serve of the United States. Throw away that reserve, fritter away the 
reserve strength of the system through so-called “open market operations,” 
and the system collapses. With it goes our whole structure of solvency. 
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It is proposed today to do just this. We face a huge deficit—our “balanced 
budget” a mere farce, a matter of words without reality or sincerity. We 
have not the means for the huge expenditures we are planning. We apologize 
for our action by the suggestion that, unless something of the sort be done 
we shall have, as some put it, “revolution,”—the last vague threat always 
resorted to by extremists when it is proposed to do something of dangerous 
character. In order to get the funds we immediately want, we propose to 
throw the reserves of the Federal Reserve system into the breach and to 
make them available for paying the obligations to be incurred in the various 
hazardous schemes of government enterprise that are on the boards. 

Can we afford such a step? That is the resort that we unmistakably 
project. “Open market operations” are a means by which the government’s 
obligations are converted into bank credit. We say that perhaps we shall 
not find it necessary to go further, and to enlarge our resources again by 
resorting to the issue of legal tender greenbacks on Treasury notes. Whether 
we do or do not is a matter of secondary importance, since we propose to 
do much the same thing by the application of our banking reserve to the 
purpose of paying for current extravagances. The proposal calls for utmost 
hesitation. The price that is asked is future bankruptcy and, unquestionably, 
a long period of difficult convalescence from depressed conditions in a bank- 
ing system already exhausted by mismanagement and speculation. 

The student of institutions knows how painfully slow and difficult is 
the gradual growth of any sort of community economic arrangement.. It 
takes a long time to reach agreement on the terms of any plan of joint 
action. It takes much longer to arrive at any degree of working unanimity 
on the methods of using such an agreement or applying it in practice. Our 
own banking system, defective as it has been, has nevertheless been founded 
upon the acceptance—at least in theory—of certain canons of sound banking. 
One of these has been the adherence to definite principles of trusteeship. 
These have been steadily violated, and through the constant neglect and 
failure to enforce the legislation of Congress for years past, the national 
banking system has been permitted to engage in doubtful dealings and to 
depart widely from its old standards. I need only cite the recent testimony 
of the Comptroller of the Currency in well known instances of doubtful deal- 
ings, as examples of what I refer to. Another old and well considered 
principle has been that of closing banks when they were in an insolvent 
condition, yet we are today still tolerating the issuance of untruthful balance 
sheets, and the keeping open of banks which are not in the condition rep- 
resented without any satisfactory effort to restore them to solvency. Another 
and perhaps cardinal element in our policy has been that of insisting upon a 
scrupulous observance of commercial and financial obligations, but today 
there is a general condonation of bankruptcy and repudiation of debt in 
which our international obligations are thrown aside, even at the cost of 
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large financial loss to ourselves, merely because we have not the wit or the 
wisdom to maintain our old and established system of payment intact, 

These are merely outstanding indications of the prevailing decadence 
of our financial institutionalism. There is plainly nothing to be expected from 
our political leaders in the reform of these particulars at least. Perhaps 
as little or less is to be anticipated from our bankers. There are apparently 
few of the older generation of statesmanlike thinkers who stood ready to 
apply themselves to public questions with only an incidental reference to 
the welfare of their own institutions, or if there are such they do not readily 
speak out in tones that will reach the nation. If we want to preserve, and 
still more, if we want to restore, the basis for banking in the United States, 
we shall have to bestir ourselves along new lines. And, unless we succeed 
in thus re-creating the banking foundations, we may as well give up the 
orderly and successful developments of our resources, and the general wel- 
fare of the public, and resign ourselves to the inroads of the Goths and Huns 
who want to make a financial wilderness and call it peace. 

Wendell Phillips said: “You think me a fanatic tonight but that is 
because you read history not with your eyes but with your prejudices.” I 
would say the same to those who refuse to consider the seriousness of what 
we are now doing, who advocate or palliate it on grounds of political op- 
portunism or expediency. We cannot excuse the course we are following, 
indeed have followed, during the rule of both our political parties for the 
past ten years and more, unless we are ready to pay the price in discredit 
and failure, in bankruptcy and final conversion of our economic republic 
into a low grade of communized state in which the management is entrusted 
to the incompetent, and those who stay in business are those who are best 
able to adapt themselves to the whims and fancies of the politicians in power. 
Our banking system is a symbol—the sign-manual of our financial and in- 
dustrial civilization. It is fallen upon evil times; it needs energetic, courage- 
ous, heroic effort to restore and sanitate it. The task is not easy, but its 
difficulty is found not in lack of resources, but in unwillingness to make 
the necessary sacrifices and to bring the immediate readjustments that are 
called for. We can do it—and do it with relative ease, considering the 
greatness of the task—if we will. The sooner we make a beginning the 
better for all concerned, and especially for the average man, the employee 
and the farmer. It is no favor to him that we flatter his follies, tolerate 
his idiosyncrasies and indulge his desires to commit economic suicide. 

“What shall we do to be saved” —from these threatening dangers, these 
hazards of community life and of modern finance and business? The answer 
is the same as it was two thosuand years ago—the same as always. It isa 
moral and spiritual answer. We must first make up our own minds to our 
course of action, and then we must be willing to declare our opinions and 
to seek to make them effective through actual personal work and sacrifice. 
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Tasks of the Economic Conference 

With world trade staggering under the 
burdens of mounting tariff walls, depre- 
ciated currencies, unemployment and low 
commodity prices, considerable speculation 
has arisen as to just how far the World 
Economic Conference due to convene in 
London the middle of June can go in find- 
ing a satisfactory solution. The prelimi- 
nary discussions which President Roose- 
velt held in Washington with the heads 
of the various governments were informal, 
but furnish the groundwork for more au- 
thoritative discussions later. 

This article points out the dangers to 
world prices if the present artificial bar- 
riers were to be abolished, stating that the 
big task of the conference is rather to 
re-allocate world markets along national 
lines. While it is not expected that the 
conference will replace international com- 
petition, like the disarmament conference, 
it should lead to the establishment of limits 
and methods for such competition. By M. 
David Gould. Barron’s, May 1, 1933, p. 
3:2, 


Raw Material Prices and Business 
Conditions 

For the purposes of this study 13 com- 
modities have been chosen—copper, lead, 
zinc, tin, silver, petroleum, sugar, rubber, 
coffee, silk, cotton, wool and wheat. 

For each of the selected commodities a 
broad analysis is made, so far as the avail- 
able data permit, of production, movement, 
stocks, and prices during the period from 
1922 to 1932. The purpose is to ascertain 
when and where maladjustments occurred, 
and what some of the major effects of 


those maladjustments were. The influences 
of technological changes, financial methods, 
international exchange and various other 
factors affecting the price structure are 
indicated. Attention is directed also to 
various projects for price stabilization. In 
conclusion a summary of the price move- 
ments is presented, and finally the relation 
of changes in commodity prices to the 
problem of securing greater stability of 
business conditions is discussed. 

The last chapter, entitled “The Costs of 
Inflation,” sounds a warning against exces- 
sive inflation, and cites the danger that the 
measures now proposed “will carry prices 
not merely back to the 1929 or 1926 levels, 
but far above, to be followed within a few 
years by another reaction more disastrous 
than the depression which began in 1929,” 
By Melvin T. Copeland. Harvard Uni- 
versity Business Research Studies No. 2, 
1933. 56 pages. 


The World Trade Outlook 

Our tariff has not been a major cause of 
international trade stagnation; nor can it 
be fairly charged that we have failed the 
world as a creditor nation. Those who 
despair of a return of our export trade 
to its former level take a short-sighted 
view of the potentialities of the world mar- 
ket. The backward countries of the world 
form the reserve markets of the twentieth 
century. To these untilled fields the en- 
terprising foreign trader must turn his 
steps where millions of potential customers 
must one day demand a higher standard 
of living. 

“The difficulties that confront us at pres- 
ent in European countries, in the expansion 
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of our foreign trade, renders it necessary 
that we pay greater attention to the pos- 
sibilities that await us in Latin America, 
the Orient and Africa. The pioneering 
spirit of an earlier America is needed to 
convert our doubts into sanguine hopes re- 
garding the outlook for our foreign trade.” 
“To the artificial and uneconomic reme- 
dies, resorted to in other countries, the 
United States in great part owes its in- 
ability to escape from the vicious circle 
created by depreciated currencies, exchange 
controls, embargoes on imports, quotas and 
other fantastic schemes which operate in 
restraint of international trade. It has 
taken three years of bitter experience to 
impress upon these foreign countries the 
utter futility of remedies that only tend 
to prolong the world depression and de- 
stroy their hopes of national recovery.” 
Mr. Farrell believes the most pressing 
need today, insofar as world trade is af- 
fected, is establishment of sound currencies 
in all countries. By James A. Farrell. 
Address before the Foreign Trade Conven- 
tion, Pittsburgh, April 26, 1933. 14 pages. 


Quantity and Cost Budgets 
For the family of an executive, of a 
clerk, of a wage earner, dependent families 
or children. Compiled under the Heller 
Committee for Research in Social Econ- 
onics. University of California, January, 
1933. 58 pages. 


What Is a Corporate Official Worth? 


Present demands for corporate economy 
draw attention to official salaries and what 
is being done about them. As the purchas- 
ing power of the dollar increased some 36 
per cent in the past three years, an execu- 
tive whose salary has been raised from 
$175,000 to $200,000 since 1929 has vir- 
tually enjoyed an increase of $88,000. Or 
looking at it another way, a $200,000 salary 
is a capitalization of the individual at four 
million dollars, figuring a 5 per cent re- 
turn. Mr. Clifford gives some pointed 
information about exact salaries paid to 
the presidents of specific companies and 
suggests that stockholders should always 
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demand full information on all salaries and 
other remuneration and then, armed with 
this, salaries and bonuses still in the clouds 
should be wafted gently but firmly back 
to earth again. By J. C. Clifford. The 
Magazine of Wall Street, May 13, 1933, p. 
68 :2. 


Management’s Latest Problem—The 
Belligerent Stockholder 


Stockholders are beginning to take a 
more active interest in the affairs of their 
companies. A study of the experiences and 
plans of companies which have been suc- 
cessful in building and holding stockholder 
goodwill suggests some factors for man- 
agement’s serious consideration. The im- 
portance of intelligible financial statements, 
the advisability of the independent audit, 
of frequent reports, of supplying compara- 
tive data from year to year are discussed. 
The need for uniform reports in an indus- 
try is stressed. Stockholders should be 
urged to attend annual meetings, it is stated, 
and the notices of annual meetings should 
make it clear that they are welcome. The 
president and the directors should attend 
the annual meeting. Proxies should per- 
mit “Yes” or “No” votes. Those named 
on proxies should be present at meetings. 
Officers and directors should not vote on 
their own compensation plans. Other fac- 
tors considered are: Minutes of meetings 
for stockholders; business histories of di- 
rectors; share-holdings of directors; sal- 
aries of top executives; dummy directors ; 
“Every stockholder a customer or booster.” 
By Andrew M. Howe. Printers’ Ink 
Monthly, May, 1933, p. 17:5. 


One Year of the Reconstruction Finance 
Corporation 


A discussion of the basic factors which 
help to explain the use of extraordinary 
governmental measures in attempting 
amelioration, the antecedent events, objec- 
tives of the organization for achieving the 
stated objectives, the structure, powers and 
duties, etc., with the conclusion : 

“A general appraisal upon the basis of 
a single year of operation must be tenta- 
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tive. As a device for stopping the depres- 
sion, the Corporation has been a failure. 
As a device for checking and modifying 
the course of the depression, it has had 
some effect, but not as much as could have 
been achieved by a bolder and more dis- 
criminating management. In the distant 
future the economic historian may be able 
to determine, in proper perspective, the 
significance, if any, of the Corporation as a 
force in our economic and political evolu- 
tion.” By J. Franklin Ebersole: The 
Quarterly Journal of Economics, May, 
1933, p. 464 :24. 


Why Jewel Tea Earned a Million Last 
Year 

In the long uphill pull from 1919 to 1929 
Jewel Tea Co., Inc., paid off accumulated 
preferred dividends of $1,337,700 and re- 
sumed common stock dividends. Doing that 
Herculean task taught them how to make 
progress and to build profits. 

“Profits come through addition, subtrac- 
tion, multiplication, and division—simple 
arithmetic,” says the company’s president. 


“We try to hold to this formula, and to 
do as little subtracting as possible. If 
there is enough addition and multiplica- 
tion, the profits will almost take care of 
themselves.” In the story of this organi- 
zation’s successful progress, these six 
working principles are evident: The care- 
fully cultivated habit of thinking in cost 
terms of pennies per operation; the carry- 
ing into the field, by executives, of what 
in Jewel’s shop jargon are referred to as 
F. E. and R. M. A.—fighting enthusiasm 
and right mental attitude; all the sales ex- 
ecutives and managers have first hand 
sales experience; price changes are based 
on factual statistical studies of the effects 
on volume; avoidance of sudden and radical 
changes in policy, keeping in mind the 
basic idea upon which the business is 
founded; enough field supervision to man- 
age the building up of sales; hopes based 
upon the results of hard work rather than 
on the possibility of an elusive magic wand 
being found. As told by M. H. Karker to 
Arthur Van Vlissingen, Jr. Management 
Methods, May, 1933, p. 209 :4. 


FINANCIAL MANAGEMENT 


Inflation and You 

Tradition has it that two things are cer- 
tain in this world: death and taxes. At the 
present moment, a third is equally sure: 
Inflation. 

There are three reasons why the appear- 
ance of inflation on the horizon of business 
always arouses fear and opposition. One is 
because unchecked inflation always does 
break the balloon in the end. A second is 
because as soon as inflation is mentioned, 
most people think in terms of printing press 
inflation, failing to recognize that some of 
the other business developments for which 
they ardently hope are, in fact, inflation, 
too. A third reason is that inflation, in 
whatever form it comes, always steps on 
someone’s toes. No one person or interest 
can remain untouched ; to the individual, in- 
flation either helps or hurts. 

The different effects of inflation upon the 


investor, the property owner, tenants, 
building construction, machinery manufac- 
ture, exporting, importing, manufacturers 
dependent upon imported raw materials, 
manufacturers with foreign competition, 
manufacturers who own plants abroad, 
shipping, vertical combinations, security 
distribution, wholesalers, and retailers are 
topics discussed by Mr. Hoskins. He says 
that a better understanding of the present 
conflict of opinion concerning inflation will 
be gained by keeping always in mind the 
fundamental distinction between the two 
schools of thought now most active: 

1. The old school that believes that the 
dollar should always be kept the same in 
terms of its weight in gold. 2. The new 
school, now apparently gaining the upper 
hand, that believes that the dollar should 
always be kept the same in terms of what 
it will buy. 
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If the new group is ever able to accom- 
plish its purposes, cycles of inflation and 
deflation will thereafter be extremely mild, 
and such disastrous consequences as those 
of the last four years with the equally great 
dangers of pronounced inflation will be a 
thing of the past. By Chapin Hoskins. 
Forbes, May 15, 1933, p. 6:3. 


The Gold Standard and the Administra- 

tion’s General Economic Program 

Permissive versus mandatory legislation ; 
reducing gold content of dollar; govern- 
ment security purchases by federal reserve 
banks; the time factor; silver ; bimetallism ; 
currency debasement and the budget of the 
United States Government; harmony and 
disharmony in the administration’s pro- 
gram, and gold and tariffs are topics which 
are discussed. By Benjamin M. Anderson, 
Jr. The Chase Economic Bulletin, May 6, 
1933. 21 pages. 


Corporate Reports to Stockholders 

This report of a committee of The 
American Society of Certified Public Ac- 
countants is divided into the following three 
sections : a study of annual reports made by 
six representative steel companies to their 
stockholders by H. T. Scovill; a study of 
published reports of a number of corpora- 
tions engaged in the automobile accessory 
business by Samuel F. Racine; a memo- 
randum on corporate report standards by 
E. L. Kohler. The Certified Public Ac- 
countant, March, 1933, p. 142:17. 


Critical Emergency in Federal Finance 
A chart, prepared by the National Econ- 
omy League, which represents federal gov- 
ernment expenditures for 1929 to 1933 is 
reproduced. The striking feature of it is 
the division of total expenditures each year 
into two classes: Current expenses for op- 
eration and maintenance of all the various 
departments and functions of the govern- 
ment; and capital outlays for the purchase 
of land for erection of buildings, for public 
works, highways, national parks, etc. 
During this emergency, while drastic re- 
ductions must be made wherever practic- 
able, a distinction should be drawn between 
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current expenses and capital outlays, it is 
stated. While expenses of the governmen, 
should be reduced by every means avail- 
able, care should be taken that these re- 
ductions do not cripple or destroy those 
essential functions which experience has 
proved to be of the greatest importance. 
It would not be departing from sound 
methods of finance if such capital expendi- 
tures which were deemed necessary and 
which would re-employ thousands of work- 
ers, were financed by issues of bonds, cor- 
rectly adjusted to the life of the construc- 
tions, thereby putting upon future prosper- 
ous years by proper amortization—as we 
did in the emergency of the war—the bur- 
dens which cannot be borne today. Bar- 
ron’s, Feb. 6, 1933, p. 3:2. 


Accounting for No-Par Stocks During 
the Depression 

The no-par stock situation in the light 
of the depression to date has shown: 

1. A tendency away from the use of no- 
par issues and toward the use of low-par 
issues; 2. A greater use, where no-par is 
used, of lower stated values for valuation 
purposes; 3. A possible movement toward 
low stated values for preference stocks as 
well as common stocks; 4. A much greater 
use of capital surplus rather than a general 
surplus account for adjustments; 5. A de- 
cided tendency away from net worth as of 
the date of the balance sheet as a method 
of common-stock valuation; 6. A greater 
need for more and more analysis of the 
accounts representing the stockholder’s 
equity in the individual business; 7. A 
greater realization that good principles in 
accounting frequently give way to the 
expedients of financial management with 
respect to the proper use of accurate and 
clear statements of fact. By D. J. Horn- 
berger. The Accounting Review, March, 
1933, p. 58:4. 


Stocks I Would Buy to Hold 
The author selects the equities of six 
outstanding companies, each from a sepa- 
rate industry, which he believes will prove 
of enduring strength. These stocks, he 
says, will offer protection in the event of 





THE MANAGEMENT INDEX 173 


subsequent inflation or will prove safe and 
worthwhile holdings if deflationary forces 
continue. He offers figures and reasons 
why he believes this to be true. By A. T. 
Miller. The Magazine of Wall Street, 
April 1, 1933, p. 626:6. 


Some Fallacies Underlying the Demand 
For “Inflation” 

The fallacy that more actual money in 
circulation is needed; that depreciating ex- 
change aids the export business; the fal- 
lacy of shifting definitions; that “inflation” 
and “deflation” have definite meanings and 
are simple opposites; fallacies regarding 
“control of inflation”; and the fallacy that 
a return to the 1926 price level is desirable 
are discussed by Dr. Anderson. To him, the 
notion that some new industry is needed, 
to give us the kind of impetus that auto- 
mobile production is said to have given in 
the period following 1921, to lead us out of 
our difficulty, seems pointless. We need, 
he says, merely to restore the strangled 
industries. 

“The advocates of ‘controlled inflation’ 
must set themselves much more modest ob- 
jectives than the 1926 price level, if they 
are to avoid disaster. Above all, must they 
recognize that, in the raising of the price 
level, a big part of the work will in any 
case be done by the restoration of balance, 
the opening up of international trade, the 
restocking by retailers and the numerous 
other forces which work in revivals, and 
that they therefore do not need to try to 
do it all by currency and credit methods,” 
Dr. Anderson concludes. By Benjamin M. 
Anderson, Jr. The Chase Economic Bul- 
letin, May 9, 1933. 20 pages. 


Inflation’s Shadow 

Not only is inflation of any type, whether 
“controlled” or not, most injurious to the 
immediate yield of taxation but it produces 
reflex effects which work against soundness 
and current yields of amounts adequate to 
sustain the burden of government at the 
levels established during the preceding 
period of so-called “prosperity.” That has 
been the experience of our own govern- 
ment; it has likewise been the parallel ex- 


perience of every other government in the 
world as well. 

Inflation tends to dry up the sources of 
both tax revenue and of borrowing for 
government account. It also operates to 
check the developments of business; and 
thus destroys the basis of taxation for the 
future. The disposition to urge it as a 
policy of governmental management, or to 
temporize with it as a necessary or un- 
avoidable evil, or to apply it as a remedy 
for bad business conditions, merely reveals 
an ignorance of its working in the past and 
an erroneous conception of its theoretical 
basis in finance and banking theory. By H. 
Parker Willis. Credit and Financial Man- 
agement, May, 1933, p. 8:5. 


Economic Aspects of High Cost Plant 
and Idle Plant 


The reduction of plant valuation to cur- 
rent value of plant that probably will be 
used and the reduction to scrap or sales 
value of plant that will never be used 
again is one of the pressing problems of 
current financial management. Recently 
these revaluations have been made in in- 
creasing numbers, the reduction being 
charged to depreciation account or against 
surplus. Revisions of capital structure have 
accompanied such adjustments in some 
cases, as changes of par value to no par 
value stock, or reductions of par value. 

Chief among the reasons for plant re- 
valuations are economies to be realized 
through reductions of taxes, insurance and 
depreciation charges. Another impelling 
reason is conformity to good financial prac- 
tice, especially in the case of companies 
listed on the stock exchanges. 

At the present time, according to Mr. 
Donald, “It is extremely difficult to de- 
termine to what extent plant is excessively 
valued and to what extent it represents ex- 
cess capacity. A great part of America’s 
present industrial capacity was built or re- 
built during a twenty-five year period of 
rising prices. The future of the general 
price level and of particular commodity 
price levels has a very important bearing 
on the problem. 
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“When a new balance has been estab- 
lished in the ratios of exchange of different 
commodity groups, a large part of what 
appears now to be excess capacity will dis- 
appear and old volumes of physical produc- 
tion and of employment will gradually re- 
turn.” Address by W. J. Donald before 
the Boston chapter of the National Asso- 
ciation of Cost Accountants. American 
Accountant, April, 1933, p. 108:1. 


Causes of Bankruptcies Among Con- 
sumers 

Bankruptcies of wage earners have in- 
creased in numbers 414 per cent during the 
period 1920 to 1930, as compared with a 
population increase of 16 per cent. Prac- 
tically every cause of bankruptcy can be 
attributed to the direct and controllable 
actions of debtors and creditors. An an- 
alysis of 266 consumer bankruptcies re- 
veals the following causes, presented in the 
order of their most frequent occurrence: 
extravagance, evasion of judgment, debts, 
avoidance of liabilities on foreclosed real 
estate, decreased income, domestic mis- 
fortunes, speculation in stocks and/or real 
estate, business involvements, dishonesty. 


Insurance* 


Collision vs. Allison in Marine Insurance 

While this article deals with a technical 
problem in connection with marine risks, 
it emphasizes that the interpretation of an 
insurance contract is not the meaning con- 
veyed in popular usage or in common ac- 
ceptance. Instead it is that exact meaning 
given by the underwriters supported by 
court decisions. The general public has 
many misapprehensions and disappoint- 
ments as to the extent of protection afford- 
ed by the policies they carry. The author 
points out that a casual survey of the 
cases discussed in the article must im- 
press the thoughtful reader with the dan- 
gers inherent in a careless or superficial 
reading of a proposed insurance contract, 
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Creditors in 262 of the 266 bankruptcy 
cases analyzed received an average of 0.06 
per cent on their claims, which amounted 
to $3,674,164. 

Bankruptcies of consumers are a State 
problem as well as a national problem, 
owing to the variance in State laws affect- 
ing the rights of debtor and creditor, such 
as wage attachments, exemptions, and 
small-loan laws. For example, Alabama had 
80 per cent more wage-earner bankruptcies 
in 1931 than New York State, which has 
five times the population of Alabama. Ex- 
cept in rare instances, no investigation is 
made as to the causes of bankruptcy, re- 
gardless of how extravagant or how fraudu- 
lent the bankrupt has been—owing to the 
lack of such a power in the bankruptcy 
law. 

Although bankruptcies of consumers are 
increasing at an alarming rate and can gen- 
erally be prevented, the average creditor 
who receives nothing from the bankrupt 
debtor is apathetic toward seeking needed 
changes in State and Federal laws covering 
the relations between debtors and creditors. 
By Victor Sadd and Robert T. Williams. 
Domestic Commerce Series No. 82, 1933. 
37 pages. 


and states that it is much safer to follow 
the charted course of the law marked out 
by the decisions of the courts. Bests’s 
Fire Insurance News, Feb. 20, 1933, p. 572. 


New York Legislature Adopts Plan for 
Insurance Board 

An emergency measure to assist the in- 
surance department contemplates an In- 
surance Board composed of both insurance 
men and those outside the business, and for 
this express purpose: “to make, alter, and 
amend rules and regulations which shall be 
complied with and enforced by the super- 
intendent and the employees of the depart- 
ment.” It is intended to bring about closer 
cooperation between the insurance business 


* Insurance abstracts are contributed by P. D. Betreazey, Assistant Treasurer, Graton & Knight 
Co.; Vice-President in Charge of Insurance Division, American Management Association. 
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and the general public by giving the latter 
a greater share in shaping rules for the 
conduct of insurance in the state. It is ex- 
pected that this will increase public con- 
fidence in insurance companies. The East- 
ern Underwriter, April 14, 1933, p. 22. 


Insurance of Bank Deposits 


A discussion of some of the reasons be- 
hind current movements toward insurance 
of bank deposits, and an explanation of one 
of the proposed plans. The Bulletin (Ernst 
& Ernst), March 28, 1933, p. 1:4. 


Basic Tests of Social Insurance 


Six fundamental questions or tests 
should be satisfactorily met before the 
adoption of compulsory unemployment in- 
surance or any social insurance proposal: 
1. Will it, primarily because of temporary 
conditions or temporary emotionalism, re- 
sult in the establishment of a permanent 
system? 2. Is it based on the need of re- 
cipients? 3. Will it impair individual quali- 
ties and industrial efficiency? 4. Will it 
impose tax burdens which lessen the ability 
of industry to employ? 5. Will it increase 
the evils it is intended to diminish? 6. Does 
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it avoid errors revealed by economic his- 
tory? They are discussed. By Noel 
Sargent. Industrial Relations, November 
and December, 1932, p. 548:3. 


Favors Standardized Form 


Floyd N. Dull, Vice-President, Continen- 
tal Casualty Co., in a lecture before the 
N. Y. Insurance Society, stated that in his 
judgment it would be helpful to the busi- 
ness if the casualty policy forms were 
more nearly uniform, as they are in the fire 
insurance business. We should not en- 
courage additional laws and regulations 
since we have too many of them now, but 
if the coverages could be checked with 
greater facility and steps taken to correct 
the inconsistencies, it would be helpful to 
all concerned. The Eastern Underwriter, 
April 14, 1933, p. 41. 


The Association of Life Insurance 
Presidents 


Proceedings of the Twenty-Sixth An- 
nual Convention held at the Waldorf- 
Astoria, New York, December 8 and 9, 
1932. 280 pages. 


Organization: Job Analysis, Employment, Pay, Tests 


Occupational Trends in New York City 

This report presents in graphic form the 
changing trends of occupational distribu- 
tion, among men and among women, for 
the country as a whole, and in more detail 
for New York City. The data have been 
drawn from those volumes of the United 
States Census which contain the reports 
on Occupations. 

Some of the trends noted are: the occu- 
pation of “editor and reporter” in New 
York has, during the past 30 years, com- 
manded the services of a fairly constant 
proportion of the men gainfully employed; 
while for women, the profession has of- 
fered comparatively greater opportunities 
—indeed since 1910 the proportion finding 
work in this field has more than doubled; 
a steady rise in the proportion of drafts- 


men, both male and female; a rapid in- 
crease of librarians; an enormous influx of 
women into the nursing profession; the ob- 
solescence of the veterinarian ; and the very 
substantial growth of the engineering pro- 
fession. 

New York seems to be getting along 
with relatively fewer physicians, and fewer 
undertakers. The proportion of plumbers, 
too, has decreased; of electricians, in- 
creased. Stone-cutting is apparently being 
done more largely than formerly at the 
quarry, while machines have been replacing 
hand work. Tailors and dressmakers have 
been displaced by clothing industry opera- 
tives. The marked decrease in the number 
of household servants during the war dec- 
ade, when it seemed as though housework 
was becoming simplified and mechanized 
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and women were going to work in factories, 
stores and offices, has since shown a re- 
versal of trend. Prepared by the Person- 
nel Research Federation. National Occu- 
pational Conference, April, 1933. 32 pages. 


Executive Personnel Problems During 
the Depression 

The following executive personnel prob- 
lems considered as the principal ones which 
have arisen during the depression, are dis- 
cussed from an administrative standpoint: 
1, Determination of the socially approved 
objectives of business, and their incorpora- 
tion into sound policies and plans; 2. Se- 
lection and development of competent busi- 
ness leadership; 3. Executive education and 
training; 4. Organization adjustments to 
meet present and probable future condi- 
tions. By Pearce C. Kelley. Address be- 
fore the Southwestern Social Service Asso- 
ciation Conference, Dallas, Texas, April 
14, 1933. 24 pages. 


Retrenchment Programs in the Office 

Any office activity, whether in the course 
of ordinary operations or a special economy 
program, must move along the line of re- 
trenchment and must proceed in a very 
definite and orderly fashion. Some of the 
topics considered in this article by the vice 
president and secretary of the Curtis Pub- 
lishing Company are the elimination of un- 
necessary methods and the simplification 
of complicated practices and methods; 
checking the tendency toward inertia in 
the matter of checking routines; the reduc- 
tion of inventories; and the detailed com- 
pany budget as the most powerful tool 
which can be used in the reduction of ex- 
penses and in bringing home to executives 
and workers the need for retrenchment. By 
Walter D. Fuller. N. O. M. A. Forum, 
April, 1933, p. 11:3. 


Written Instructions for Every 
Department 
Accepting long ago the worthiness of 
written instructions governing the work of 
employees in production departments, and 
recognizing the increasing efficiency ob- 
tained from the use of such outlines, Hall 
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Brothers, Inc., (greeting cards) has carried 
this principle one step further and extended 
it to employees whose duties are not gauged 
by piece-work. 


As a position was analyzed, in compiling 
these written instructions, the factory man- 
ager himself and the department head of 
the workers involved met together, re- 
viewed all phases, traced the work dis- 
cussed hour by hour, asked questions, and, 
in other words, made a thorough searching 
investigation from every possible angle 
that might have an effect upon the work. 
Not only did this result in the workers 
getting a fresh insight as to what was ex- 
pected of them, but the management itself 
learned many things at these informal gath- 
erings. By careful scrutiny of each man’s 
duties, considerable rearrangement of 
existing conditions was made. As prob- 
lems and changes were discussed, they were 
put into the new outline only by the unani- 
mous consent of all present. Such accep- 
tance became in reality an obligation, and 
unconsciously and immediately the workers 
responded. The procedure is explained and 
a sample set of instructions given. By 
Charles S. Stevenson. Management Meth- 
ods, May, 1933, p. 216:3. 


Fourth Eastern States Regional Confer- 
ence of the Civil Service Assembly 


The New Conditions in Government and 
the New Emphasis upon the Personnel 
Problems Which They Involve, by Charles 
P. Messick; The Classification Survey of 
Positions in Industry and Commerce in 
Baltimore and Cumberland, Maryland: Ob- 
jectives, Purposes, Ways and Means, 
Progress, Results, by Oliver C. Short ; Pos- 
sible Relationship between Employment 
Offices for Public Personnel and Employ- 
ment Agencies in Private Enterprises, by 
Oliver C. Short; Linking Personnel and 
Budget Functions, by Frank H. Putnam; 
Shortcomings of Civil Service Administra- 
tion, by H. Eliot Kaplan; The Personnel 
Agency’s Responsibility toward the De- 
partmental Organization and Procedure, by 
J. L. Brown; Pay Policies and Pay Ad- 
justments in Times of Economic Stress, by 
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T. Lyle Belsley; Character Investigation 
of Civil Service Applicants, by Harry T. 
Kranz. Proceedings of Fourth Eastern 
States Regional Conference, Civil Service 
Assembly of U. S. and Canada, New York, 
May 19 and 20, 1932. 91 pages. 


Problems Met by Companies That In- 
struct Their Employees in Statistical 
Methodology 

The amount of statistical methodology 
required by a given business depends upon 
the size of that business and the character 
of its work. In cases where only ele- 
mentary methods are necessary, it will be 
found that men who have had elementary 
collegiate courses in statistical methods will 
be sufficiently equipped. In some cases, 
however, such as in advertising where the 
theory of probability is important, it may 
be necessary to provide additional training 
for one or more members of the organiza- 
tion rather than to seek some highly trained 
specialist. Another phase of technical 
training appears in the development of an 
ability to use a variety of methods in the 
approach to a given problem. The develop- 
ment of this ability is difficult under the 
most favorable conditions. If the business 
worker, however, is required to perform 
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continually detailed routine work, such abil- 
ity is unlikely to develop. 

Illustrative groups that are to be included 
in the educational program are: 1. engi- 
neers or clerks with engineering tastes and 
interests who may be employed in the man- 
ufacturing plant on plant problems; 2. sta- 
tistical assistants in statistical departments 
of a given business; 3. high-grade secre- 
taries or secretarial assistants who are 
immediate juniors to important officers; 
4. salesmen in companies whose products 
include statistical machines or devices 
which are to be sold for use in connection 
with statistical work. 

From the educational point of view, the 
needs of each of the groups enumerated are 
different. These varied needs are discussed. 
By Theodore H. Brown. Journal of the 
American Statistical Association, March, 
1933 (Supplement), p. 10:5. 


Charts and Their Use in Purchasing 

This report considers the general princi- 
ples of charting, the planning and use of 
charts, and their construction. Thirty-two 
charts are illustrated. A bibliography com- 
plements the text. By L. H. D. Acland. 
International Management Institute, 
Geneva, 1933. 47 pages. 


PRODUCTION MANAGEMENT 


Plant: Location, Lighting, Heating, Ventilation 


Ford Champions the Small Plant 


Henry Ford visualizes the breaking up of 
large industries into small plants scattered 
about the countryside. During the past 
decade he has established seven such plants 
within 20 miles of Dearborn, employing 
from 12 to several hundred workers making 
Ford parts. They are forerunners of others 
in Mr. Ford’s decentralization plan 
which eventually may scrap a considerable 
portion of the Rouge works. They give 
employees many advantages not to be found 
in large cities. They are a practical dem- 
onstration of Mr. Ford’s theory that in- 
dustry and agriculture must be more close- 


ly allied if the country is to prosper in the 
future and if every family is to attain 
economic security. By Burnham Finney. 
The Iron Age, May 4, 1933, p. 695:3. 


The Small Plant Holds Its Own 


The depression has brought a reappraisal 
of many ideas that were commonly accepted 
during the “new era.” No longer is it 
taken for granted that the day of small 
enterprises is over and that large-scale 
undertakings will blanket all branches of 
business. This study discloses that the 
United States is still predominantly a small 
plant country and that small businesses 
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have withstood the depression better, in 
many cases, than their larger rivals. By 
Burnham Finney. The Iron Age, March 
30, 1933, p. 499 :3. 


Modernization Brings Profits 

Six months ago the Lane Cotton Mills 
completed a plant addition and investment 
in modernization of close to $1,000,000. 
Eight hundred additional workers were em- 
ployed. Orders are still justifying this ex- 
pansion. The president of this company 
explains why he modernized at this time 
and why it has proven profitable to do so. 
By Walter J. Holmes. Mill & Factory, 
May, 1933, p. 34:2. 


Employment: Classification, Selection, 


Job Standardization—Its Aims and 
Installation 

The aims of job study are to subject 
each operation of a given piece of work 
to a close analysis, in order that every 
unnecessary operation may be eliminated 
and in order to determine the quickest and 
best method of performing each necessary 
operation; also to standardize equipment, 
methods, and working conditions ; then, and 
not until then, to determine by scientific 
measurement the number of hours required 
for the job. 

It is because job study aims to do more 
than merely set time values that it has 
gained for itself such an important position 
in modern management. Because of the 
elimination of waste of time, effort and ma- 
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What’s Happening to Plant Layout? 
Constant search for better methods and 
lower costs has brought old conceptions of 
plant layout under fire and has resulted in 
a new set of principles. The same princi- 
ples are being applied in the plant office. 
Wherever motion study is applied, it be- 
comes apparent that wide aisles, generous 
spacing, and linear arrangement of ma- 
chines are responsible for considerable 
needless waste. This article discusses in- 
stances of reductions in manufacturing 
costs and the time of the manufacturing 
cycle through motion study. By Allan H. 
Mogensen. Factory Management and 
Maintenance, May, 1933, p. 175:4. 


Tests, Turnover 


terial, and because of the speeding up of 
standard operations and processes by close 
study and searching analysis, job study 
work is now recognized by every progres- 
sive plant manager to be a leading factor 
in mass production, low costs and efficient 
operation. 

The first half of a two-part article on 
the procedure at the Westinghouse Electric 
& Manufacturing Company points out that 
what is emphasized in the Westinghouse 
practice, in addition to recognition at all 
times of the human factors, is that time 
studies are secondary to standardizing the 
job, including in this machines, materials, 
methods and conditions. By G. J. Stege- 
merten. The Iron Age, February 9, 1933, 
p. 228:4. 


Employee Service: Hygiene, Recreation, Lunch Rooms, Stores, Safety 


Tests for Accident Proneness 
This report deals with the difficulties 
involved in the frequency distribution of 
accidents, and suggests alternative methods 
of measuring the relation between accident 
frequency and the performances in the tests. 
Five groups of apprentices with similar 
age ranges and significantly different acci- 
dent rates were given certain psychological 
tests and their subsequent accident rate 

compared with their test performance. 


The accident distribution of two of these 
groups was found not to decrease with age 
and experience. In these groups no tests 
had any significant relation to accident rate. 
In the remaining three groups a small as- 
sociation was found between success in the 
aesthetokinetic tests and low accident fate. 
The association was closest in the group 
whose accident frequency distribution dif- 
fered most from chance, in which the sta- 
bility of accident incidence was greatest, 
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the accident mean the highest and the range 
of accidents the greatest. No significant 
relation was found between intelligence and 
accidents in any of the groups. 

The relation between the psychological 
functions involved in the tests and acci- 
dent proneness appears to be not a finely 
graded one but a gross one, so that only 
extremes of goodness and badness in the 


Benefit Systems and Incentives: 
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test scores are positively related to differ- 
ences in accident rate. 

Various methods of putting the tests to 
practical use are illustrated, each one of 
which reduces accidents in each of the 
groups. By E. Farmer, E. G. Chambers 
and F. J. Kirk. Industrial Health Re- 
search Board Report No. 68, London, 
1933. 44 pages. 


Pensions, Vacations, Profit Sharing, 


Wage Plans, Suggestions, Stock Ownership 


Company Loans to Unemployed 
Workers 

Company plans for loans to employees 
laid off or working part time, although 
they differ in many details, may be classi- 
fied as belonging to three main groups ac- 
cording to their origin and relation to other 
personnel activities: 1. Plans adopted to 
meet the present emergency: 2. Regular 
loan plans extended to include employees 
laid off or working part time; 3. Plans 
used to supplement unemployment benefits. 

Individual plans which are examples of 
each of the three types of company plans 
are described, showing the sources of funds, 
the various methods of investigation and 
administration, the forms in which loans 
are advanced, and the arrangements for re- 
payment. The following are represented: 
International Harvester Co., Southern 
Pacific Co., The Goodyear Tire & Rubber 
Co., Westinghouse Electric and Manufac- 
turing Co., Deere & Co., Standard Oil 
(New Jersey), General Electric and Leeds 
& Northrup Co. 


Loans are, in general, limited to $200. 
Where the company has a plan for both un- 
employment compensation and loans, the 
latter are usually available after employees 
have received the maximum benefits to 
which they are eligible. Those who, be- 
cause of service requirements or because 
they have not contributed to the plan, are 
not eligible for relief, may apply for loans. 
Some companies complain of abuse of the 
loan privilege, but report that this has hap- 
pened in very few cases. The remedy lies, 
as they suggest, in more careful investiga- 
tion and, if necessary, in withdrawal of 
further help. Service requirements of ap- 
proximately one year or more are a part 
of several plans. 

It is concluded that emergency loans 
have their limitations, but they are of great 
value in helping the class of employees it is 
sometimes hardest to reach—those who are 
not used to charity and are anxious to 
carry their own burdens as long as they 
can. Industrial Relations Section, Prince- 
ton University, 1932. 26 pages. 


Industrial Economics: Labor and Capital, Legislation, Wage Theory, 
Immigration 


Industry Must Recognize Law of 
Diminishing Returns 

“The Columbia group who until recently 
called themselves Technocrats have over- 
looked in their estimate of the future in- 
dustrial progress of this country the funda- 
mental law that underlies not only the 
evolutionary growth of all successful in- 
dustries, but the growth of the population 


of all countries as well,” says the author 
of this article in a discussion of the three 
distinct periods in industrial growth: 1. 
period of experimentation; 2. period of ex- 
ploitation ; 3. period of stability. 

At the present time we are in a period of 
transition from the second phase of the 
industrial growth of the country to the last 
stage. The process is painful under normal 
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conditions, but it is many times more pain- 
ful under the present abnormal conditions. 
We are entering a new era in our industrial 
progress in which it is necessary to for- 
mulate entirely new policies of manufactur- 
ing and merchandising. But just because 
American. industries are entering upon this 
new era and just because there happen to be 
some 10 million people out of work at the 
present time, it does not necessarily follow 
that there is going to be any radical de- 
crease in employment. There are a number 
of industries that are still in their second 
phase of development, and experience has 
shown that most of the people now out of 
work will be absorbed in the still rapidly 
growing industries. The well stabilized in- 
dustries will continue, with the return of 
normal times, to employ approximately the 
same number of people as they employed in 
the past. By Ray B. Prescott. The Iron 
Age, February 9, 1933, p. 225:3. 


A New Plan for Unemployment 
Reserves 


A discussion of the present inadequate 
means of meeting unemployment, the dif- 
ficulties encountered in unemployment in- 
surance and the presentation of an unem- 
ployment reserve plan, based on Minnesota 
employment data. By Alvin H. Hansen and 
Merrill G. Murray. Employment Stabiliza- 
tion Research Institute, University of 
Minnesota, 1933. 75 pages. 


Wages During the Depression 


Both actual weekly and hourly earnings 
in the manufacturing and mining industries 
have suffered a more severe decline in this 
depression than in the depression of 1920. 
But in a group of sheltered, controlled, and 
in part highly unionized industries, the re- 
ductions in the wages of employed workers 
have not been great and, where the com- 
parable facts are ascertainable, seem to be 
less than those of 1920. 

In nearly all cases the major portion of 
the decline took place in 1932; the drop in 
1930 and in 1931, and particularly in the 
eailier year, was not substantial. Rates of 
wages in all industries, as measured by 


hourly earnings, were by the close of 1932 
far in excess of the pre-War rates, the ex. 
cess running from 60 per cent to well 
above 100 per cent. Where there has been 
the sharpest reduction in actual earnings 
the decline has exceeded the drop in the 
cost of living since 1929. However, in those 
industries in which the wage reductions 
have been slight, real earnings have actu- 
ally risen because wage reductions have 
lagged materially behind the fall in the 
cost of living. 

There are wide divergencies in prevailing 
weekly and hourly earnings, between dif- 
ferent parts of the country and among 
single industries, and in the rates of de- 
cline in wages. During the year 1932 the 
hourly rate of common labor in road 
building varied from a low of 16 cents in 
the East South Central states to a high 
of 48 cents in the Pacific states. Among 
manufacturing industries, hourly earnings 
in December, 1932, varied from 22 cents 
an hour in the cotton goods industry to 76 
cents in newspaper printing. The entrance 
rates of common labor ran in 1932 all the 
way from five cents an hour to one dollar. 
There remains finally the strong probability 
that an increasing number of small new 
firms throughout the country are operating 
with abnormally low wage scales. Be- 
cause of the difficulties of adjusting statis- 
tical samples to rapidly changing industrial 
conditions, it is a fair inference that such 
scales are not yet adequately represented 
in the series collected and published by our 
public statistical bureaus. By Leo Wolman. 
National Bureau of Economic Research 
Bulletin No. 46, May 1, 1933. 5 pages. 


How Would You Vote on the 6-Hour 
Day? 

A survey of the managements of 1,200 
industrial plants to determine the opinions 
of industrial leaders on the subject of the 
6-hour day presents the following conclu- 
sions: 1. Most manufacturers feel that it 
would be possible to improve employment 
conditions by a widespread adoption of a 
shorter week and/or shorter day; 2. With 
a shorter day or week it would still be pos- 
sible to produce an adequate supply of 
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goods; 3. A drastic reorganization and re- 
adjustment must occur which will tend to 
eliminate the business cycle, stabilize em- 
ployment, and give the workers an ade- 
quate purchasing power ; 4. In some man- 
ner a universal minimum wage must be 
established to prevent unscrupulous em- 
ployers from grievously exploiting labor; 
5. Any law limiting the hours of labor 
must be so framed and enforced that it 
shall not occasion undue hardship upon any 
group of employers or employees because 
of the operating conditions peculiar to their 
particular activity. Also, the law must op- 
erate to improve the standard of living 
conditions of the country as a whole. By 
Myron A. Lee and Paul H. Setzler. Fac- 
tory Management and Maintenance, May, 
1933, p. 169 :4. 


The Relative Volume of Technological 
Unemployment 


No facts or figures thus far discovered 
cast any doubt upon the approximate val- 
idity of the orthodox economic theory that 
the forces giving rise to technological un- 
employment tend, at the same time, to 
create a demand for new goods, and that 
the production of these new goods nor- 
mally calls for a volume of labor roughly 
equalling the quantity displaced. From this 


Shop Methods: 
Setting, Time and Motion Study 


One Plant to Do the Work of Two 


A discussion of how the Westinghouse 
Lamp Company doubled the output in one 
plant, in the process of absorbing the out- 
put of another plant, without adding one 
foot to existing manufacturing space—by 
the addition of half again as much handling 
equipment. By W. C. Hipple. Factory 
Management and Maintenance, May, 1933, 
p. 165:4, 


Production Control System Employs 
Addressograph Equipment 

The Addressograph-Multigraph Corpora- 

tion, Cleveland, recently adopted a produc- 
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premise, it follows that, since labor-saving 
devices increase production without ma- 
terially decreasing the ability of workers to 
find jobs, such devices are decidedly bene- 
ficial rather than injurious to society as a 
whole. Furthermore, the experience of the 
past shows clearly that, in the United 
States, labor tends to secure a liberal pro- 
portion of all gains in the national income. 
It follows that the belief that better 
methods of production are menacing our 
national welfare is nothing but an er- 
roneous assumption, unsupported by logic 
or factual evidence. By Willford I. King. 
Journal of the American Statistical Asso- 
ciation, March, 1933 (Supplement), p. 33:9. 


The Appalachian Coals Case 

The decision of the United States Su- 
preme Court in the Appalachian Coals case, 
handed down on March 13, is of great im- 
portance because it establishes the right of 
a body of producers to organize—or in 
other words, to engage in economic plan- 
ning—within their industry, for the pur- 
pose of eliminating the evils of crude com- 
petition. The decision also presents a pic- 
ture of the present status of the soft coal 
industry. Some of the important portions 
of it are reproduced in this article. Jn- 
formation Service, March 25, 1933, p. 1:4. 


Industrial Engineering, Standardization, Waste, Rate 


tion control system in which it uses its 
own equipment for filling out all the fac- 
tory forms required. Considerable hand 
writing has been eliminated, time has been 
saved and greater accuracy has been as- 
sured. The system is explained and illus- 
trated. By Charles H. Getz. The Iron 
Age, March 30, 1933, p. 502:5. 


Engineering Principles Applied to the 
Printing Industry 

Great progress has been made in the 

printing industry during the past half cen- 

tury, due in part to the application of the 

principles of modern scientific management. 

How modern engineering principles may be 
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and should be applied in the printing in- 
dustry, receives treatment in this paper. By 
Harry H. Lang. N. A. C. A. Bulletin, 
March 15, 1933, Sec. I, p. 1017 :20. 


Synthetic Time Setting in a Jobbing 
Foundry 

A method by which production time can 

be set synthetically for orders received in 


Research and Experiment 


Scientific Product Research—Tonic for 
Sales 


When business barometers fall, research 
departments should be worked overtime, 
says the president of National Oil Products 
Company. Research, he states, has been an 
important factor in his company’s record 
of the past three years: Personnel aug- 
mented, sales increased 33 per cent and net 
earnings improved. He believes that a re- 
search department must have the support 
of salesmanship which redoubles its efforts 
when business ceases to come easily. By 
C. P. Gulick. Executives Service Bulletin, 
May, 1933, p. 3:2. 


a jobbing foundry has been developed by 
the Link-Belt Company. A series of charts, 
based on actual time studies, provides the 
necessary information for each step in the 
production of a given casting. The data 
are assembled on an “observation sheet” 
for the guidance of those in charge of 
production. By Rogers A. Fiske. The Iron 
Age, April 27, 1933, p. 655:5. 


Finding New Markets 

The vice-president of the Aluminum 
Company of America discusses the de- 
velopment of new markets through new 
products, alloys to meet specific conditions, 
and the adaptation of existing products to 
new uses, which has helped that organiza- 
tion offset reductions in the consumption of 
its products in established applications. He 
writes of some of these profitable fields. 
The seeds sown by research, he states, 
have proved unusually productive during 
the past few lean years. By S. K. Colby. 
Executives Service Bulletin, May, 1933, 
p. 7:2. 


MARKETING MANAGEMENT 


Profits Through Controlled Distribution 

The Bausch & Lomb Optical Company 
has developed and is operating successfully 
a system of budgetary control which is 
unique in many respects. This company 
operates on a sales budget which is based 
upon statistical facts and figures regarding 
each line of product, each type of sales 
outlet, territorial and salesmen’s potential 
sales, and many other factors concerning 
which their accounting department gathers 
and furnishes information. Distribution 
cost control, standards of distribution, bud- 
getary control, the sales forecast, past sales 
records, the business conditions factor, 
market potentials, trading areas, sales con- 
trol, salesman coverage, standard routes, 
control of advertising, distribution outlets, 
bonus system of salesmen’s compensation, 


are topics covered. By Elihu Hedges. 
N. A. C. A. Bulletin, April 15, 1933, Sec. 
I. p. 1159 :28. 


Today’s Path to Profits—Tested, 
Planned Selling 

Mass selling launched itself upon the sea 
of intense business competition with few 
charts of prior knowledge. About the only 
guide of its sponsors was their firm belief 
that through mass selling important econo- 
mies and greater effectiveness could be 
obtained. Founded on that belief, General 
Foods Corporation came into existence. 
The executive vice-president of that organi- 
zation describes the marketing policies 
which resulted in 1932 dividends of 
$13,167,787. 

This review of the evolution of mass 


~ op fo &Sowodwdre on @ 


~ | 





THE MANAGEMENT INDEX 


selling in the food industry concludes that 
“mass selling can find successful applica- 
tion only if certain fundamental require- 
ments are met. The exploration of a field 
must have its approach in the determina- 
tion of facts through research. Research 
must be continually employed while every 
step of the process remains under constant 
and very definite control. Every depart- 
ment of the organization must exercise in- 
tensive and highly specialized attention to 
every phase of what is acknowledged as 
good business practice. Since the course 
of mass selling has never been charted in 
a business like ours, we are even now not 
willing to jump in with any large scale 
decisive move. New ideas are applied in 
a small way to test their practicability, and 
must survive the crucible of practical appli- 
cation before they are approved for general 
adoption.” By Clarence Francis. Manage- 
ment Methods, April, 1933, p. 163 :4. 


Training the Sales Telescope on To- 
morrow’s Markets 


The sweeping economic changes of the 
past three and one-half years have placed 
a premium on adaptability. Old rules, old 
precepts, have gone into the discard. In- 
dustry must again get its bearings in an 
altered world. Its greatest task will be to 
perfect its distribution machinery. The 
new demands that merchandising will make 
upon the executive are outlined in this arti- 
cle. By John H. Van Deventer. The Iron 
Age, April 13, 1933, p. 573:5. 


Merchandising of Cotton Textiles 


This survey points out that from the 
merchandising standpoint, the cotton in- 
dustry is a series of industries of manifold 
variety and complexity. The manufacture 
of cotton cloth is conducted most economi- 
cally on a mass production basis. The uses 
of cotton cloth are so diverse, however, 
that a high degree of specialization in mer- 
chandising is needed to secure adaptation 
of the products to the requirements of the 
different markets and to meet the time 
schedules of the numerous users. It is this 
situation which has called into existence 
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the merchant converters, who are in fact 
merchandising specialists, and which has 
led various companies to develop more or 
less elaborate merchandising departments. 
The problems are so complicated, however, 
and have been subject to such extensive 
changes that there is no uniformity in the 
methods of organizing to deal with these 
conditions. The multiplicity of practices 
recorded indicates that the industry is still 
groping for a satisfactory adjustment to 
these basic conditions. 

Emphasis is placed on three factors 
which are essential in the long run to suc- 
cess: 1. the necessity of creating products 
for which there is a profitable demand; 
2. provision for specialization within or- 
ganizations to permit adequate attention to 
merchandising ; 3. a unity of control over 
the marketing production and financial 
functions of each business enterprise. By 
Melvin T. Copeland and Edmund P. 
Learned. Harvard University Business 
Research Studies No. 1, 1933. 92 pages. 


How Grinnell Forecasts Sales Five 
Months in Advance 


Through a sales research job undertaken 
by the Grinnell Company, Inc., sales com- 
pany for the General Fire Extinguisher 
Company, that firm has been able to fore- 
cast sales volume five months in advance 
within 10 per cent and in many cases within 
5 per cent of actual volume obtained. In 
an industry as changeable and unruly as 
construction this forecast is especially note- 
worthy. 

By comparing their own sales curve with 
the total building construction curve, Grin- 
nell was able to establish a definite rela- 
tionship between the two. To help the 
manufacturing division to determine where 
the products shall be made, graphs are 
prepared to show which factories can serve 
which markets at lowest cost. 

To make certain that all customers and 
prospects for their products are being so- 
licited, the firm makes up a report showing 
the distribution by volume and profit by 
customer group for the company and for 
each branch. These reports have shown 
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that some customer groups were being neg- 
lected, while others were receiving too 
much emphasis. From these figures each 
manager can develop his territory to its 
fullest extent. 

Other reports by which activities are 
gauged include the usual sales volume, cost 
and profit reports which are broken down 
so that all sales and territories may be 
accurately studied as a basis for improved 
methods. By M. S. Sullivan. Sales Man- 
agement, May 15, 1933, p. 508:2. 


Setting Sound Selling Prices 

The difficulties encountered in the at- 
tempt to establish correct selling prices, 
and some of the conditions which at pres- 
ent prevent a solution of this important 
problem are discussed. The author suggests 
that it may be necessary to abandon the 
dogma of unlimited freedom of competition 
as the source of public welfare, and adopt 
instead an orderly procedure which will 
restrain the unbridled liberty of competi- 
tion, and coordinate the actions of indi- 
vidual industrial units to produce desired 
results. If such conditions are to be at- 
tained, our objections to what is commonly 
known as “restraint of trade” are no longer 
tenable. By Nelson B. Gaskill. N. 4. C. A. 
Bulletin, April 15, 1933, Sec. I. p. 1187 :15. 


Professional Prodrction But Amateur 
Distribution 

Production has advanced faster, become 
more technically expert, than either distri- 
bution or consumption because its principles 
are more easily arrived at and more easily 
applied. Production deals in tangibles, en- 
tities that can be weighed and measured. 
The purely human factor is less insistent 
as machines increase and human labor 
diminish. But distribution—and even more 
largely consumption—is a matter of human 
relation, is actually a manufacture of cus- 
tomers. The principles are more difficult 
to determine and harder to apply. 

The big job ahead of business is render- 
ing distribution as scientifically efficient as 
production. This involves consumer en- 
gineering, a new kind of engineering, the 
production of customers. Mass habits can 


THE MANAGEMENT REVIEW 


be charted and certain actions predicted 
In fact, it has been done. One of the 
largest groups of financial institutions, the 
life insurance companies, is built upon cer- 
tain ascertainable facts about mankind in 
the mass which are as predictable as the 
movements of the planets. Business has 
studied power, communication, raw mate- 
rials, processes, machines, methods, costs, 
with amazing results. Now it must study 
and classify and engineer the source of all 
its profit, the consumer. By Earnest Elmo 
Calkins. Advertising & Selling, April 27, 
1933, p. 13:4. 


Osborn 10-Point Plan Seeks to Make 

Distributors Partners in Business 

Some of the important planks in the 
Osborn Manufacturing Company’s (indus- 
trial brushes) platform covering specifi- 
cally many of the mooted points in the re- 
lations between manufacturers and their 
distributors in the industrial field are: 
Osborn employs a “Selective-Exclusive” 
method of industrial distribution; where 
special conditions or requirements demand 
that the manufacturer provide direct serv- 
ice to consumers, such business is con- 
ducted with the full knowledge of the com- 
pany’s distributors who recognize the 
manufacturer’s right to protect such busi- 
ness; Osborn provides all possible pro- 
tection for its distributors on supply busi- 
ness which is mutually understood to fall 
within the rightful scope of the distribu- 
tors; to protect the stability of resale price 
structure, the company makes every prac- 
tical and legal effort to maintain uniform 
resale prices. Salesmen work in close co- 
operation with distributors’ salesmen, when 
required, and every effort is made to assist 
distributors’ salesmen to improve their 
service to customers; Advertising and sales 
promotional activities are closely coordi- 
nated with sales; the Osborn partnership 
policy with distributors encourages a prac- 
tical control of inventories whereby service 
may be maintained while assuring the dis- 
tributor maximum turnover and greatest 
possible return on his stock investments. 
Class & Industrial Marketing, May, 1933, 
p. 15:2. 
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Sales Promotion: Letters, House Organs, Advertising 


Spruce, Serviceable New Packages Boost 
Sales and Morale 

The president of The Carter’s Ink Com- 
pany tells how that organization applied 
the principle that an improved package 
will increase the sale of any product, in an 
aggressive packaging program which has 
not only directly benefited the company’s 
sales, but has enhanced its position in the 
ink industry. By Richard B. Carter. Ex- 
ecutives Service Bulletin, May, 1933, p. 5:2. 


Sales Punch Without Ethical Offense 
for Drug Products 

Far too many manufacturers of meritori- 
ous medical products are reaching only a 
fraction of their potential market because 
of their unwarranted fear of aggressive 
sales and advertising tactics. That a med- 
ical sales drive of real pulling power can be 
executed without loss of prestige or sacri- 
fice of professional standards in any way is 
demonstrated by the ’32 and ’33 campaigns 
of the Abbott Laboratories. After 45 years 
of selling to the medical profession and 


Salesmen: 


Why Bristol-Myers’ Men Stick 

Bristol-Myers endeavors to select sales- 
men who can both sell and “stick,” and 
then to cooperate in helping them to do 
both. Careful selection; a salary and bonus 
policy in which every member of the force 
participates; attainable quotas, set by a 
management which guides more than it 
commands are some of the features dis- 
cussed, which make for low turnover 
among men in this organization, and a 
morale which is exceptionally high. As 
told by Earl A. Means to Lawrence M. 
Hughes. Sales Management, May 15, 
1933, p. 507 :3. 


When One of My Salesmen Gets “Off 
His Feed” 

“It may be temper, temperament or in- 
temperance that turns a good man sud- 
denly into a grumbling non-producer. 
Whether it’s due to one of these causes 


drug trade, this company made 1932 its 
biggest year. By Lester B. Colby. Sales 
Management, May 1, 1933, p. 472:3. 


Six Essentials of Direct-Result 
Advertising 

1. Start from the premise that “they 
don’t want to buy” and pack every adver- 
tisement with salesmanship; 2. Clearly de- 
termine the logical market or markets. 
Then write copy and pick the media, aim- 
ing directly at your market, ignoring 
everybody else—including competitors; 3. 
Select the feature or features—usually not 
more than three—with the greatest appeal 
to your audience, and concentrate on these 
features; 4. Present your appeal simply, 
clearly, dramatically—aiming at the lowest 
average intelligence you expect your 
media to reach; 5. Make the advertising 
stand out physically and mentally; 6. Ask 
the reader to take some definite action— 
and show him how to take it. By V. O. 
Schwab. Advertising & Selling, May 11, 
1933, p. 26:2. 


Selection, Training, Compensation 


or something else, the problem of the mal- 
adjusted salesman is one that requires fast 
thinking and plenty of understanding on 
the part of his manager. It’s easy enough 
to fire a man—the real trick is to help 
solve his difficulty and get him back into 
the ranks of the quota-busters,” says the 
general sales manager of Walter Drey Or- 
ganization in citing instance of what efforts 
that concern makes to keep down salesman 
turnover. By Edith Gordon. Sales Man- 
agement, May 1, 1933, p. 467:3. 


Personnel Records for Salesmen 

On October 25, 1932, the American Man- 
agement Association mailed a questionnaire 
regarding Personnel Records for Salesmen 
to 36 companies that are members of the 
Association, of which 26 replied. Fifteen 
of the 26 companies sent specimen copies 
of personnel records for salesmen. Three 
companies replied that they keep records 
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only in crude form and could not send 
specimen copies. Two companies answered 
that their records were in such a form that 
they would not be useful to others. One 
company wrote that they use the same per- 
sonnel records for salesmen as those for 
all of their employees. Five of the com- 
panies keep no personnel records for sales- 
men. A booklet which contains the results 
of the questionnaire, illustrated by specific 
forms mentioned in the replies, may be bor- 


Buying, Receiving, Storing, Shipping 


Increase Purchasing Efficiency by 
Using Distributor Cooperation 

General Cable Corporation has found 
that distributors of machinery, industrial 
and electrical supplies, are of invaluable 
assistance in aiding that company to effect 
a definite program of economy without de- 
creasing purchasing efficiency. Their help 
is utilized in the following practical ways: 

1. To suggest disposition or alternative 
uses for obsolete supplies and equipment ; 
2. To reduce time required to handle requi- 
sitions by consolidating many items on one 
order placed with a distributor; 3. To 
eliminate unnecessary expenditures of time 
required in securing quotations on in- 
quiries; 4. To assist in developing stand- 
ardization in the use of supplies in oper- 
ating departments and simplified stock con- 
trol; 5. By cooperating to reduce time re- 
quired for interviews by systematizing 


Retailing 


Survey of Retail Management Practices 

There are certain business practices 
which have become recognized through 
long experience as being desirable and 
even necessary to the efficient conduct of 
retail businesses. From the information 
obtained in this survey of 361 retail stores, 
it is possible to point out the extent of 
use or lack of use of many of these prac- 
tices. It is also possible for the individual 
retailer to review his own situation and 
check for himself wherein he may be de- 


rowed by members of the American Man. 
agement Association by application to the 
Association’s offices. 


The Salesman as a Business Consultant 


The president of The White Motor Com. 
pany discusses the specialized training and 
work of motor truck salesmen, who in real- 
ity must be “transportation engineers.” An 
interview with A. G. Bean. The Red 
Barrel, April 15, 1933, p. 2:3. 


sales calls; 6. By cooperating to reduce the 
amount of clerical work involved in hand- 
ling of bills payable by consolidating many 
items on one bill and being sure to insert 
purchase order numbers against every 
item ; 7. By cooperating to eliminate a pro- 
portion of the many unnecessary and use- 
less calls from manufacturers’ missionary 
salesmen; 8. By fully expediting all ship- 
ments which, for any reason, may be neces- 
sary to ship from factory stock; 9. By as- 
suming the responsibility for carrying 
ample supply stocks of items eliminated 
from plant warehouses; 10. By assuring 
proper technical consideration and assist- 
ance so far as the use of supplies and equip- 
ment by operating departments is con- 
cerned; 11. Recommending economic pur- 
chase lots after analysis of needs over a 
representative period of time. By Lewis 
A. Jones. Mill & Factory, May, 1933, p. 
25:5. 


ficient in his own plan of management. 

The results of this survey show that un- 
profitable stores tend to use poor and care- 
less methods of management and customer 
dealing, that they maintain poor systems of 
bookkeeping, if any, and that the stores 
themselves are poor in appearance and 
cleanliness. On the other hand, profitable 
stores generally use better and more up-to- 
date methods of management and merchan- 
dising, have good systems of bookkeeping, 
and are good, often excellent, in appeat- 
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ance and cleanliness. There are exceptions, 
of course. In some cases the proprietor’s 
astuteness in business affairs offsets the 
poor qualities of his management as meas- 
ured by modern methods. Likewise, some 
well-conducted businesses, because of a 
local problem or condition beyond their 
control, found it impossible to make ends 
meet. By F. Kilby Hall. Domestic Com- 
merce Series No. 81, 1933. 67 pages. 


Retail Credit Survey, July-December, 
1932 

This report contains the results of the 
sixth semi-annual retail credit survey. It 
shows that for the number and kinds of 
stores included in the survey, dollar sales 
for July-December, 1932, decreased 23.9 
per cent from those of the same period of 
1931. There was a slight increase in the 
proportion of sales for cash and a decline 


in the proportion of both open credit 
(regular charge accounts) and installment 
sales. The average length of time open 
accounts receivable were outstanding in- 
creased from 80 to 86 days, and of install- 
ment accounts from 6 months 23 days to 7 
months 21 days. Open account bad-debt 
losses increased from 0.9 per cent for the 
full year 1931 to 1.5 per cent for the full 
year 1932, and installment account bad- 
debt losses increased from 3 per cent to 
43 per cent. Domestic Commerce Series 
No. 38, 1933. 36 pages. 


Department Store Food Service 
A study of the problems and practices 
of food-serving places in department store 
organization. By Ina M. Hamlin and 
Arthur H. Winakor. Bureau of Business 
Research Bulletin No. 46, University of 
Illinois, 1933. 37 pages. 


Books Received 


Modern Communication. By Arthur W. 
Page; John E. Otterson; Ralph Bown; 
Herbert E. Ives; H. D. Arnold; Har- 
vey Fletcher; Frank B. Jewett, 
Houghton Mifflin, Boston, 1932. 182 
pages. $2.75. 

Marketing Agricultural Products in the 
United States. By Fred E. Clark and 
L. D. Weld. Macmillan, New York, 1932. 
672 pages. $4.25. 


The A B C of the Federal Reserve 
System. By Edwin Walter Kemmerer. 
Princeton University Press, Princeton, 
N. J., 1932, revised. 298 pages. $2.50. 

Business Statistics. By Joseph Lyons 
Snider. McGraw-Hill Book Co., New 
York, 1932, sec. ed. 498 pages. $5.00. 

A Preface to Economics. By Broadus 
Mitchell. Henry Holt and Co., New 
York, 1932. 574 pages. $3.50. 

Law For Laymen. By Harold Dudley 
Greeley. American Institute Publishing 
Co., New York, 1932. 347 pages. $3.50. 

A History of American Economic Life. 
By Edward C. Kirkland. F. S. Crofts 


and Co., New York, 1932. 767 pages. 
$5.00. 


American Universities and Colleges. 
Edited by John Henry MacCracken for 
the American Council on Education, 
Williams and Wilkins Co., Baltimore, 
1932. 1,066 pages. $4.00. 

Hardware Distribution in the Gulf 
Southwest. By Walter A. Bowers and 
Walter L. Mitchell, Jr. U. S. Dept. of 
Commerce, Washington, 1932. 290 pages. 
70c. 

Analysis and Handbook of Investment 
Trusts. By Walter N. Durst. Rand, 
McNally & Co., New York, 1932. 430 
pages. 

As I See It. By Norman Thomas. Mac- 
millan, New York, 1932. 173 pages. 
$2.00. 

A Bubble That Broke the World. By 
Garet Garrett. Little, Brown & Coa., 
Boston, 1932. 178 pages. $1.00. 

Statistical Year-Book of the League of 
Nations, 1931-32. World Peace Founda- 
tion, Boston, 1932. 342 pages. $3.00 
cloth bound, 


The Cost of Living in the United States 
in 1931. National Industrial Conference 
Board, New York, 1932. 52 pages. $1.00. 
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Organizing and Financing Business. By 
Joseph Howard Bonneville and Lloyd 
Ellis Dewey. Prentice-Hall, Inc., New 
York, 1932. 468 pages. $5.00. 

Bankers’ Profits from German Loans. 
By Robert R. Kuczynski. Brookings 
Institution, Washington, D. C., 1932. 
228 pages. 


Advertising—Its Economics, Philosophy 
and Technique. By Herbert W. Hess, 
J. B. Lippincott Co., Philadephia, 1931. 
516 pages. $5.00. 

Industrial Management. A Case Book. 
By E. C. Robbins and F. E. Folts. Mc. 
Graw-Hill Book Co., New York, 1932. 
757 pages. 


Survey of Books for Executives 








Inflation. By Donald B. Woodward and 
Marc A. Rose. Whittlesey House, Mc- 
Graw-Hill Book Co., New York, 1933. 
165 pages. $1.50. 

Donald B. Woodward, Economic Re- 
search Consultant, and Mare A. Rose, 
Editor, The Business Week, here consider 
the rudiments of inflation and deflation by 
turning a spotlight on the world’s varied 
experience with expanding and contracting 
purchasing power from the Roman era on- 
ward. Part I of the book, constituting a 
third of the text, is devoted to a journal- 
istic description of “Inflation and Defla- 
tion in Earlier Days.” Part II, captioned 
“The Acute Problem Today,” considers the 
practical consequences of deflation issuing 
from a rigid adherence to the Gold Stand- 
ard Act of 1900, and proposes as correc- 
tives three general classes of inflation: 1. 
inflation while still on the gold standard; 
2. inflation through changing the gold base 
or through supplementing it by some addi- 
tion to that base; and 3. inflation after 
abandoning a metallic standard. 

The authors conclude that inflation on 
the gold standard base necessitates either 
an increase of gold stocks or of Federal 
Reserve credit; a favorable atmosphere of 
confidence, widely shared; and faith in 
money not merely in gold. And sotto voce 
the authors say “Faith is the key, after 
all.” Of inflation through changing the 
gold base the authors are not very hopeful. 
Inflation by a managed currency is en- 
ticing, but raises the pertinent question of 
the effectiveness of the management. 

The authors conclude that “most of the 


proposals for decreasing the value of 
money, that is, raising prices, would not 
work. Most of them fail in the one essen- 
tial of creating velocity. That is the fal- 
lacy of bimetalism, of devaluating the dol- 
lar by mere act of Congress, of Federal 
Reserve open-market operations, and the 
variants of these plans. 

“A successful solution must put money 
in the hands of the people who will spend 
it and thus start the wheels of business. In 
practical application, this seems to mean 
vast governmental appropriations paid out 
in new paper or bank deposit money to 
people put at work.” 

A smart and interesting book, written in 
English that is alive and punctuated by 
highly informative graphs and charts. The 
casual reader will do well to refer to some 
of the books suggested in the bibliography 
before he discusses inflation and deflation 
as treated by Woodward and Rose. For 
many of their seemingly simple statements 
cover by implication a tremendous area of 
the subject. 

The book is graced by a nine-page index. 

Frank Parker, Professor of Finance, 

Wharton School of Finance and Com- 

merce, University of Pennsylvania. 


The Banking Crisis—The End of an 
Epoch. By Marcus Nadler and Jules 
I. Bogen. Dodd, Mead & Co. New 
York, 1933. 202 pages. $1.75. 

In this brief volume the authors, both 
Professors of Finance at New York Uni- 
versity, have endeavored to narrate in 
dramatic style the sequence of events dur- 
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ing the past decade that culminated in the 
banking cataclysm of 1933. Some such 
sketch of the banking structure, embel- 
lished by a running account of the stresses 
and strains that eventually broke it down, 
fills a need keenly felt at this juncture. 
Changes in the banking and credit world 
have occurred with such lightning rapidity 
during the past three or four years, that 
the bankers themselves, swirled about in 
the maelstrom, have had little opportunity 
to view the shifting values with a balanced 
perspective. Similarly, uninformed and 
emotional business men, swept along by the 
cyclonic fury of collapsing prices and van- 
ishing markets, and witnessing the finan- 
cial earthquake, have forthwith heaped 
venom upon bankers indiscriminately as the 
sole instigators of the debacle. For this 
harassed banker and this hypercritical busi- 
ness man this book should prove a boon, 
for it relates with a trenchant garrulity, 
characteristic of sound journalism, what 
they should know of the current banking 
picture. 

According to the authors, the banking 
panic of 1933 reveals three main groups 
of causes: 1. structural defects in the 
American banking system; 2. managerial 
defects; and 3. business depression and 
price inflation. Unit banking is called the 
major structural defect. To this structural 
defect “unwise, inexpert and dishonest 
management” of banking institutions has 
been added. Apparently the threatening 
rumblings in 1931 were not sufficient to 
create strong, though exigent, banking 
leadership, for “the reception accorded the 
Glass Bill definitely revealed that the 
bankers of the country did not care to re- 
form the banking situation themselves.” 

The permanent way out, say the authors, 
involves the following program: 1. Re- 
moval of restrictions on branch banking 
and active encouragement of banking con- 
centration; 2. abandonment of the dual 
State and National banking system; 3. in- 
crease in minimum capital requirements of 
commercial banks; 4. establishment of 
higher standards for bank investments; 5. 
establishment of rediscounting facilities for 


the investment banking assets of commer- 
cial banks; 6. rigorous correctives appli- 
cable to bank officers to check flagrant 
cases of banking mismanagement; and 7. 
discouragement of speculation in bank 
stocks. 

The book lacks an index although there 
is a brief chronology of the banking panic. 
FRANK Parker, Professor of Finance, 
Wharton School of Finance and Com- 

merce, University of Pennsylvania. 


Gold and Monetary Stabilization. Edited 
by Quincy Wright. University of Chi- 
cago Press, Chicago, 1932. 174 pages. 
$2.00. 

This volume contains the lectures de- 
livered at the Ninth Institute of the Nor- 
man Wait Harris Memorial Foundation, 
at the University of Chicago, January, 1932. 
They consist of a discussion of the prob- 
lem of “Gold and Monetary Stabilization” 
from both theoretical and practical points 
of view. They are: International Aspects 
of the Gold Standard by Jacob Viner; 
Money and the Business Cycle by Gottfried 
Haberler; Federal Reserve Policy in De- 
pression by H. Parker Willis; The Future 
of the Gold Standard by Lionel D. Edie. 
The final article in the volume, “Monetary 
Stability and the Gold Standard,” was con- 
tributed by John Henry Williams by spe- 
cial request. 


Thomas’ Register of American Manu- 
facturers. Thomas Publishing Compar y, 
New York, 1932-1933. 4,500 pages. $15. 
This directory of American manufac- 

turers is divided into three parts: 

In Part I, manufacturers are classified 
according to the products and lines which 
they produce. The size of the firm may be 
ascertained by the rating assigned to it. 
Ratings are given according to the amount 
of capital of the company. This section will 
be found useful in determining companies 
which manufacture any desired type of 
article. 

Part II is an alphabetical list of the 
leading manufacturers. Under each is 
listed the main office and the address, 
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branch offices, and subsidiaries. Each firm 
is rated according to the size of its capital. 
In many instances, the names of the prin- 
cipal officers of the firm are given. Often, 
even the telephone number is included. 
This alphabetical list may be used in find- 
ing the address of a concern whose name 
only is known, in finding the nearest 
branch, or in finding the names of its sub- 
sidiaries. 

Part III contains a directory of the lead- 
ing trade-named articles in alphabetical 
order, with the name and address of the 
manufacturer following each trade-named 
article. This section is useful in ascertain- 
ing the manufacturer of an article when 
the trade name alone is known and the 
manufacturer’s name is needed. 

The above are the main uses for this 
comprehensive and valuable directory. 
Many other uses applicable to companies in 
specific lines can readily be imagined. 


The Program for the World Economic 
Conference. The Experts’ Agenda 
and other documents with an introduc- 
tion by James W. Angell. World Peace 
Foundation, Boston, 1933. 93 pages. 
$1.00. 


This book presents the program for the 
International Monetary and Economic Con- 
ference which convenes in London on June 
12, prepared by a body of internationally 
famous experts. In the Introduction, James 
W. Angell, Professor of Economics at Co- 
lumbia University analyzes the program 
and points out the significance for America 
and the world in general of the gigantic 
problems at issue. 


Job Insurance. By John Bertwell Ewing. 
University of Oklahoma Press, Norman, 
1933. 263 pages. $2.50. 

In this country, there are two legisla- 
tive and bill drafting trends. One of these 
is represented by the Groves Unemployment 
Reserves Law in Wisconsin with its em- 
phasis on prevention. The second trend 
is represented by the bill recommended by 
the Ohio Commission on Unemployment 
Insurance, appointed by Governor White, 


with its emphasis on relief. The Wiscon- 
sin movement for unemployment insurance 
is traced by the author, who contrasts the 
provisions of the Wisconsin and Ohio bills 
and discusses the issue of prevention versus 
relief. The contribution of federal em- 
ployment offices to a solution of the un- 
employment situation and their use in any 
unemployment insurance program is con- 
sidered. 

In conclusion, the author states: “Ameri- 
can individualism is so firmly entrenched 
in all of our institutions that any effort 
completely to change its very nature would 
result in conflict and chaos. The Groves 
Law for Unemployment Compensation has 
the merit and spirit of reconciliation. In 
the plant reserve principle it maintains the 
individualism of the past to a great extent, 
but it will not be a blind individualism. It 
will be ‘enlightened and modified by social 
responsibility.’ It will involve planning 
of individual plant operations with a cer- 
tain degree of co-ordination resulting from 
state control. The Ohio proposal has 
greater relief possibilities but does not 
provide the stimuli for individual plant 
stabilization and planning.” 


Monopoly—A History and Theory. By 
Vernon A. Mund. Princeton University 
Press, Princeton, N. J., 1933. 164 pages. 
$3.00. 


This book presents a history of thought 
on monopoly. This thought is analyzed from 
the standpoint of logical consistency, mod- 
ern theory, and practical significance. From 
the thought of the past, an attempt is made 
to draw an understanding and statement of 
the fundamental nature and principles of 
monopoly, and of the persistence of mon- 
opoly as a social problem through the ages. 
Finally, the monopoly problem is analyzed 
into its component parts with suggestions 
for further study and control. 

In his final chapter on the monopoly 
problem, the author breaks the problem 
down into the following parts: monopoly 
and natural resources; monopoly and pub- 
lic utilities; patents and monopoly; exclu- 
sive ownership of patents; competition and 
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productive efficiency ; can America be made 
safe for competition? 

In discussing the view that monopoly is 
necessary in order to secure the benefits of 
large-scale production, the author maintains 
that such a view overlooks the way in 
which modern industrial monopolies se- 
cure and maintain their position, and says 
that what society seeks is to have the bene- 
fits of large-scale production without the 
evils of private monopoly. He suggests a 
method whereby collusion and monopoly 
prices may be thwarted while society will 
secure all the benefits of large-scale effi- 
ciency and yet preserve the principle of 
competition. 

The author’s conclusion is as follows: 
“Our present civilization and material 
progress have been secured by competition, 
the right of contract, and individual initia- 
tive. If these forces are given a fair chance 
to operate, society can be assured of con- 
tinued progress and prosperity in an ever 
increasing fashion. If, however, individual- 
ism is allowed to pervert itself and to 
fasten upon society the intolerable burdens 
of true monopoly, some form of socialism 
is society’s only salvation. The view that 
competition is always self-destructive, and 
that monopoly is the logical and inevitable 
result, arises only from an ignorance of 
the workings of self-interest. Society must 
constantly guide and control self-interest, 
diverting it from unsocial ends and pursuits, 
and directing it in a way that it will work 
for the public good. The difficulties of the 
task are large, but not insuperable; the 
rewards are an increase of the wealth and 


culture which characterize our present civi- 
lization.” 


Proceedings of the 1932 Annual Confer- 
ence of the Life Office Management 


Association. Life Office Management 
Association, Fort Wayne, Ind., 1932. 
327 pages. $5.00 a copy to non-members. 
Among the papers presented at this meet- 
ing held at Philadelphia, September 26-28, 
1932, were: Principles of Scientific Man- 
agement as Applied to Office Institutions 
by Harlow S. Person; Persistency of Poli- 
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cies with Loans by M. Clark Terrill; An- 
alysis of Operating Costs by Willard D. 
Holt; Recent Development in Office Ma- 
chinery and Equipment by R. A. Taylor, 
Logan J. Massee, G. A. Parks, W. H. 
Emerson; Depression Problems of Person- 
nel Administration by Dr. C. C. Balder- 
ston; Personnel and Welfare Insurance by 
D. M. Stevenson; Insurance on Home 
Office Buildings and Contents and Mis- 
cellaneous Forms of Insurance and Bonds 
by Sydney A. Smith; Insurance on Gen- 
eral Agencies and Branch Offices by Will- 
iam F. Hagerman; Investment Routine 
and Procedure by H. W. Foskett; Pur- 
chasing Department Methods and Operations 
by George A. Drieu; The Share the Work 
Movement by L. C. Walker. Also con- 
tained in this volume are the minutes of 
the business session of this conference, the 
attendance roster and a bibliography of 
subjects which have been discussed by the 
Association in conferences and reports from 
1924 to 1932. 


Can Business Govern Itself? By Edgar 
L. Heermance. Harper & Bros., New 
York, 1933. 265 pages. $3.00. 


How the existing machinery of thousands 
of trade associations can be operated within 
the law in order to secure many of the 
benefits which industrial planning contem- 
plates is discussed in this book. 

Long-range planning is essential, says 
Mr. Heermance, if production and consump- 
tion are to be kept in balance. He con- 
tends that at the present time, however, 
national planning, from the top down, is too 
ideal to be of practical value. “We must 
begin at the bottom,” he continues, “to 
study the planning already done by firms 
and organized industries and see how it may 
be further extended. The more efficient 
trade associations have been developing the 
machinery and the habits required for this 
broader work. Organizations that are 
mere price-protection agencies have seen 
their day. The present trend is toward 
joint effort for the reduction of cost and 
price, in the interest of larger volume and 
a low but steady return. The trade asso- 
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ciation will become primarily a planning 
board. The industry will learn to work 
on a budget as the well managed company 
does.” 

Production and price agreements are not 
necessary, Mr. Heermance says. Better 
results can be secured through joint fact- 
finding and the application of these facts by 
each competitor. “The handicap of over- 
investment can be avoided only by national 
control of credit volume. Unemployment 
reserves, by stabilizing labor, will help to 
stabilize output. The basis of effective 
regulation is training and discipline by the 
business group. As management becomes 
standardized, unfair methods of competition 
may be controlled through law, unsound 
competition by the veto power of the banks 
over credit loans.” 

If production is to be stabilized, it will 
be by applying science to business man- 
agement, Mr. Heermance believes. We 
have learned how to do that in individual 
companies. The next step is to extend 
scientific management to an entire trade. 

Of the 500 trade associations of manu- 
facturers in the United States, represent- 
ing about 1,000 fairly distinct lines of prod- 
uct, only 50 are prepared for the budgeting 
of production in some form. If other trade 
associations are wise, they will lay out a 
preliminary program that will lead to in- 
dustry budgeting at the end of a definite 
period. The really important thing, Mr. 
Heermance concludes, is to drive fact- 
finding and good management into the busi- 
ness man’s consciousness. 


The Revolt of the Masses. By Jose 
Ortega y Gasset. Translated from the 
Spanish, W. W. Norton & Co., New 
York, 1932. 204 pages. $2.75. 

» Somehow in these busy days it was hard 
to concentrate on this most simply written 
book—a book that provokes thought and 
forces one to wonder at our own efforts to 
mold opinions. Such a book is hard to 
read when we fight daily to keep from re- 
vising budgets downward—hard to read 
when looking for new corners for pros- 
perity to loom. 


After a first reading we were intrigued, 
The book was read twice—in a period of 
four months. Marked sections were studied 
in detail. Should we recommend it to the 
average executive as a business aid? At 
first we thought, no—it conflicts with our 
daily problem. But we were wrong—it fits 
in beautifully—it clears up problems and 
makes the business man think beyond this 
routine that has him in its grasp. It makes 
one see possible future periods in a new light. 
For example, the author made the follow- 
ing points: “We are living in a levelling 
period; there is a levelling of fortune, of 
culture among the various social classes, 
of the sexes. Well, in the same way there 
is a levelling of continents, as the European 
was formerly lower from a vital point of 
view, he has come out the gainer from this 
levelling.” 

Another quotation, “I say, then, that to- 
day the average Italian, Spaniard or Ger- 
man is less differentiated in vital tone from 
the North American or the Argentine than 
he was thirty years ago. And this is a 
fact that the people of America ought not 
to forget.” 

A few more quotations: 

“But, is this not an advantage? Is it not 
a sign of immense progress that the masses 
should have ideas, that is to say, should be 
cultured? By no means. The ideas of the 
average man are not genuine ideas, nor is 
their possession culture.” 

“We have need of history in its entirety, 
not to fall back into it, but to see if we 
can escape it.” 

“I can now sum up the thesis of this 
essay. The world today, is suffering from 
a grave demoralization which, amangst 
other symptoms, manifests itself by an 
extraordinary rebellion of the masses, and 
has its origin in the demoralization of 
Europe.” 

Read this book only if you intend to read 
it seriously—and when you are comfortable 
and unhurried. And watch your thirst for 
more progress as you get into it. This 
book will help you in your work. 

Epcar Kopak, Vice President, 

McGraw-Hill Publishing Company, Inc. 





